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 2. We tested selected recorded non-payroll disbursements to determine if these 

disbursements were properly described and classified in the accounting records, 
were bona fide disbursements of the Commission, and were paid in conformity 
with State laws and regulations and if internal controls over the tested 
disbursement transactions were adequate. We also tested selected recorded 
non-payroll disbursements to determine if these disbursements were recorded in 
the proper fiscal year. We compared amounts recorded in the general ledger and 
subsidiary ledgers to those in various STARS reports to determine if recorded 
expenditures were in agreement.   We compared current year expenditures to 
those of the prior year to determine the reasonableness of amounts paid and 
recorded by expenditure account.  The individual transactions selected for testing 
were chosen randomly.  We found no exceptions as a result of the procedures. 

 
3. We tested selected recorded payroll disbursements to determine if the tested 

payroll transactions were properly described, classified, and distributed in the 
accounting records; persons on the payroll were bona fide employees; payroll 
transactions, including employee payroll deductions, were properly authorized 
and were in accordance with existing legal requirements; and internal controls 
over the tested payroll transactions were adequate. We tested selected payroll 
vouchers to determine if the vouchers were properly approved and if the gross 
payroll agreed to amounts recorded in the general ledger and in STARS. We also 
tested payroll transactions for selected new employees and those who 
terminated employment to determine if internal controls over these transactions 
were adequate. We compared amounts recorded in the general ledger and 
subsidiary ledgers to those in various STARS reports to determine if recorded 
payroll and fringe benefit expenditures were in agreement.  We performed other 
procedures such as comparing current year recorded payroll expenditures to 
those of the prior year; comparing the percentage change in recorded personal 
service expenditures to the percentage change in employer contributions; and 
comparing the percentage distribution of recorded fringe benefit expenditures by 
fund source to the actual distribution of recorded payroll expenditures by fund 
source to determine if recorded payroll and fringe benefit expenditures were 
reasonable by expenditure account.  The individual transactions selected for 
testing were chosen randomly.  We found no exceptions as a result of the 
procedures. 

 
 4. We tested selected recorded journal entries, all operating transfers, and all 

interagency appropriation transfers to determine if these transactions were 
properly described and classified in the accounting records; they agreed with the 
supporting documentation, were adequately documented and explained, were 
properly approved, and were mathematically correct; and the internal controls 
over these transactions were adequate.  We judgmentally selected journal 
entries for testing to include routine, large, and unusual items.  We found no 
exceptions as a result of the procedures. 

 
 5. We tested selected entries and monthly totals in the subsidiary records of the 

Commission to determine if the amounts were mathematically accurate; the 
numerical sequences of selected document series were complete; the selected 
monthly totals were accurately posted to the general ledger; and the internal 
controls over the tested transactions were adequate.  The transactions selected 
for testing were chosen randomly.  We found no exceptions as a result of the 
procedures. 
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MATERIAL WEAKNESSES AND/OR VIOLATIONS OF STATE LAWS, RULES OR 
REGULATIONS 
 

 The procedures agreed to by the agency require that we plan and perform the 

engagement to obtain reasonable assurance about whether noncompliance with the 

requirements of State Laws, Rules, or Regulations occurred and whether internal accounting 

controls over certain transactions were adequate.  Management of the entity is responsible for 

establishing and maintaining internal controls.  A material weakness is a condition in which the 

design or operation of one or more of the specific internal control components does not reduce 

to a relatively low level the risk that errors or irregularities in amounts that would be material in 

relation to the financial statements may occur and not be detected within a timely period by 

employees in the normal course of performing their assigned functions.  Therefore, the 

presence of a material weakness or violation will preclude management from asserting that the 

entity has effective internal controls.  

The conditions described in this section have been identified as material weaknesses or 

violations of State Laws, Rules, or Regulations. 
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DEPOSITS AND SUPPORTING DOCUMENTATION 

 
 We tested a sample of 50 receipts and noted the following deficiencies: 

  1. The dates of receipt of funds were not recorded on 10 receipts or in other 

receipt supporting documentation.  As a result, we could not determine if 

the receipts were deposited timely in accordance with State law. 

  2. Sixteen of the 40 receipts with the collection date recorded on the 

documentation were not deposited timely in accordance with State law.  

  3. Of the 16 receipts not deposited timely, 4 were recorded in the wrong 

fiscal year. 

Failure to timely deposit and properly record receipts causes the Agency’s and the State’s 

accounting records and the State’s financial statements to be incorrect.  The supporting 

documentation for the above receipts shows they were received at the Agency’s various 

locations around the State.  The Department’s receipting function is decentralized but its 

deposit function is centralized, at headquarters in Columbia.  In response to our inquiries, 

Agency employees explained that personnel at local offices often fail to note the date monies 

are received and often do not submit the receipts to the accounting department for deposit in a 

timely manner.  This failure to submit receipts in a timely manner also caused the four receipts 

referred to above to be recorded in the wrong fiscal year. 

 Proviso 72.1. of Part IB of the fiscal year 2000 Appropriation Act requires that all 

revenues and other collections “be remitted to the State Treasurer at least once each week, 

when practical.”  Further, sound accounting practices and an effective internal control system 

require that collections be properly classified and recorded by revenue account and fiscal year 

and that adequate supporting documentation be prepared (e.g., date funds initially collected by 

the agency; date funds received by accounting to prepare deposit and record in the accounting 

system), retained, and properly maintained for each receipt.  The Agency’s current procedures 
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require dating of receipts at the point of initial collection and forwarding of receipts to 

accounting on a weekly basis.  However, these procedures have not been implemented and 

are not enforced by Agency management. 

 We recommend that the Agency develop and implement control procedures to 

strengthen internal controls over cash receipts, especially those regarding documentation and 

the timing of deposits to help ensure that all receipts are timely deposited and properly 

documented and recorded.  Documentation should include the initial collection date, the date in 

accounting, the source/purpose of the monies, and the applicable period.  We also recommend 

that the Agency establish procedures to ensure all accounting personnel are adequately trained 

in the State’s and the Agency’s receipt procedures. 
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21 copies of this document were published at an estimated printing cost of $1.37 each, and a 
total printing cost of $28.77.  The FY 2000-01 Appropriation Act requires that this information 
on printing costs be added to the document. 
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